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INTRODUCTION 


The  artistic  diversity  and  cultural  richness  of  arts  activities  in  San  Francisco  has 
won  the  City  national  and  international  recognition.  The  quantitative  value  of  the  arts 
and  arts  related  businesses,  however,  have  never  been  systematically  documented.  To 
produce  the  works  and  performances  that  have  gained  San  Francisco  its  reputation  as  a 
center  for  the  arts  requires  the  labors  and  economic  activities  of  the  artists,  then- 
supporting  administrators  and  businesses. 

The  economic  value  of  the  arts  in  San  Francisco  can  be  measured  in  terms  of  the 
number  of  people  working  in  the  arts  (jobs)  and  the  value  of  the  artistic  products. 
Audience  expenditures  for  the  artists'  works  are  also  an  important  consumer  activity  in 
the  local  economy.  This  paper,  for  the  first  time,  tries  to  identify  and  measure  leading 
indicators  of  the  San  Francisco  arts  economy. 

In  1987  the  "Impact  of  the  Non-Profit  Arts  on  the  Economy  of  San  Francisco,"  was 
published  by  the  State  Local  Partnership  Program  of  the  San  Francisco  Arts 
Commission  in  conjunction  with  the  Public  Research  Institute  at  San  Francisco  State 
University.  This  report  clearly  showed  that  the  non-profit  arts  sector  makes  significant 
contributions  to  the  employment  and  income  generation  activities  within  the  City. 

As  important  as  the  non-profit  arts  organizations  (NPAO)  are  in  the  local  economy, 
for-profit  arts  organizations  (FPAO)  complement  and  significantly  amplify  the  overall 
economic  value  of  the  arts  in  the  City.  Many  of  the  activities  in  the  for-profit  sector 
supplement  and  contribute  to  the  non-profit  arts  activities.  Actors,  for  example,  might 
be  on  a  non-profit  stage  one  night  and  on  a  set  filming  an  industrial  commercial  the 
next.  The  same  can  be  said  of  lighting  designers,  set  designers,  directors  and  so  on. 
Both  for-profit  and  non-profit  activities  are  necessary  to  a  healthy  and  creative  arts 
environment.  The  non-profit  arts  and  the  for-profit  arts  co-exist  side  by  side  as 
complimentary  parts  of  the  overall  arts  sector  m  San  Francisco. 

In  1989,  a  sample  of  the  San  Francisco  FPAO  were  surveyed  and  their  1987  economic 
impacts  estimated.  The  present  report,  based  on  the  results  of  the  1987  non-profit 
study  and  the  1989  "Art  and  Business  Survey"  of  FPAO,  represents  the  first  systematic 
effort  to  study  the  arts  as  an  economic  sector  in  San  Francisco. 

The  combined  NPAO  and  FPAO  economic  impacts  demonstrate  the  strength  of  the 
arts  as  a  major  sector  of  the  San  Francisco  economy.  This  paper  first  reports  the  FPAO 
survey  results  and  then  presents  the  estimated  aggregate  impacts  of  local  FPAO  and 
NPAO  combined  economic  activities  for  1987. 

This  study  was  conducted  as  exploratory  research.  For  this  reason  the  findings  are 
statistical  approximations  and  not  exact  figures.  These  findings  comprise  a 
non-technical  "bottom  line"  overview  of  the  arts  sector  and  are  intended  to  provide 
contributing  information  in  the  formulation  of  civic  arts  policies  for  the  Citv.  Funding 
throueh  a  grant  from  the  National  Endowment  for  the  Arts  (NEA)  and  matching 
contributions  from  the  City  and  County  of  San  Francisco  made  this  pilot  study 
possible.  The  forthcoming  San  Francisco  Arts  Policy  Plan,  also  funded  in  part  by  the 
City  and  County  and  the  NEA,  will  use  portions  of  this  report  as  background  findings. 
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SUMMARY  OF  HIGHLIGHTS  AND  ESTIMATES 


OVERALL  ARTS  ECONOMY 

•  Overall  arts  related  economic  value  to  the  local  economy  in  terms  of 
income  and  value  of  artistic  product  during  1987  was  approximately 
$1.2  to  $13  billion. 

•  Jobs  associated  with  all  arts  related  activities*  in  San  Francisco  totaled 
between  33,500  and  37,200  employment  opportunities.  This  1987  arts 
dependent  employment  represents  approximately  one  out  of  every 
eleven  San  Francisco  jobs. 

FOR  PROFIT  ARTS  ORGANIZATIONS 

•  The  greatest  number  of  for-profit  arts  organizations  (FPAO)  identified 
as  being  in  business  in  1987  were  in  the  commercial  gallery  and 
commercial  artist  sub-sectors. 

•  The  total  economic  value  of  FPAO  to  the  local  economy  in  1987  was 
approximately  $970-1,070  million. 

•  It  is  estimated  that  in  1987  FPAO  employed  at  least  22,000  full  and 
part-time  workers.  Approximately  64  percent  of  the  FPAO  employees 
were  San  Francisco  residents.  Based  on  statistical  survey  information, 
the  total  number  of  1987  full-time  jobs  which  are  in  one  way  or  another 
dependent  on  the  existence  of  local  FPAO  expenditures  could  be 
between  35,000  and  39,000. 

•  San  Francisco  FPAO  paid  approximately  $42.6  million  in  taxes  for  1987. 

•  The  average  FPAO  has  been  in  business  for  nearly  ten  years  and 
indicates  tnat  business  has  been  good  for  the  past  three  years  and 
expects  business  to  be  good  for  the  next  three  years. 

•  The  average  San  Francisco  FPAO  spends  approximately  75  percent  of 
its  budget  for  goods  and  services  provided  by  other  San  Francisco 
businesses. 

•  Nearly  30  percent  of  the  average  FPAO  non-salary  expenditures  were 
for  rent  or  mortgage  payments. 

•  Approximately  50  percent  of  the  FPAO  customers  come  from  outside 
of  San  Francisco. 


Arts  related  activities  were  defined  narrowly  for  this  report  (See  Appendix  A).  Future  studies 
and  research  can  further  limit  the  definitions  of  arts  related  activities  or  expand  definitions  to 
include  businesses  such  as  architecture,  furniture  design,  garment  design  and  other  design  related 
fields. 
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THE  ECONOMIC  IMPACTS  OF 
FOF-PROFIT  ARTS  ORGANIZATIONS 


OVERVIEW  OF  METHODOLOGIES  AND  ANALYSIS 

The  FPAO  were  first  identified  using  numerous  art  business  and  service 
directories.  FPAO  were  chosen  for  the  survey  only  if  they  were  determined  to  be  "final 
roducers"  of  arts  performances,  good  or  services.  A  total  of  2,455  San  Francisco 
usinesses  were  identified  as  eligible  for  the  survey.  Once  identified  these  businesses 
were  considered  to  be  in  one  of  six  different  sub-sectors.  Of  those  identified,  1,488  were 
sent  survey  questionnaires  and  approximately  14  percent  returned  the  completed 
survey.  Due  to  the  14  percent  response  rate,  the  possible  statistical  estimates  from  the 
survey  have  a  wide  range  of  interpretation.  In  all  cases,  the  figures  in  this  report 
acknowledge  the  range  of  interpretation  by  presenting  the  most  conservative  statistical 
estimates. 

Due  to  the  large  number  of  commercial  galleries  and  commercial  artists,  these  two 
sub-sectors  were  sample  surveyed.  In  all  other  sub-sectors,  every  local  business 
identified  was  sent  a  survey  questionnaire.  Estimates  of  the  aggregate  economic  value 
of  FPAO  has  been  derived  from  the  statistical  interpretations  of  these  responses  from 
local  businesses.  The  key  areas  of  analysis  are  the  determinations  of  the  value  of  FPAO 
artistic  output,  employment,  taxes  paid  and  general  characteristics  of  FPAO  as  local 
businesses. 

Table  A  summarizes  the  six  sub-sectors  and  their  relative  significance  in  terms  of  the 
number  of  local  businesses  in  each.  Figure  1  presents  the  six  sub-sectors  as  percentages 
of  the  arts  sector  in  graphic  form.  Appendix  A  provides  information  about  these  six 
sub-sectors  in  greater  detail  broken  aown  by  Standard  Industrial  Classifications  and 
types  of  businesses  surveyed.  Figure  2  maps  the  geographical  concentrations  of  these 
businesses. 

An  "expenditure  model"  analysis  of  the  FPAO  survey  data  produced  initial 
estimates  of  the  economic  value  of  this  sector  in  the  local  economy.  This  model  does 
not  provide  estimates  on  the  revenues  generated  by  these  businesses.  Only  the  business 
expenditures  are  measured.  By  not  asking  these  businesses  to  quantify  their  revenues 
the  study  avoided  reluctance  of  businesses  to  provide  information  regarding  the 
profitability  of  their  operations.  In  the  absence  of  any  profitability  analysis,  it  has  been 
assumed  that  there  is  no  "value  added"  by  the  expenditures  and  services  in  this  sector. 
The  overall  results  of  this  assumption  are  to  understate  the  total  economic  and 
employment  values  of  this  sector  in  the  San  Francisco  economy.  Further  research  needs 
to  be  conducted  to  understand  the  true  total  value  of  these  business  activities  which 
would  include  value  added. 

In  summary,  this  model  for  estimating  the  economic  value  of  the  arts  in  the  San 
Francisco  economy  first  approximated  the  direct  purchases  by  these  local  businesses 
(operating  expenditures),  then  estimated  the  purchases  of  the  business  customers  on 
food,  lodging  and  transportation  (ancillary  expenditures).  The  sum  of  operating 
expenditures  and  ancillary  expenditures  were  then  used  to  approximate  the  initial 
economic  impacts.  Finally,  the  initial  impacts  were  added  to  tne  secondary  impacts 
(see  page  11)  to  derive  total  estimated  impacts. 
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TABLE  A 


FOR-PROFIT  ARTS  ORGANIZATIONS 
BY  TYPE  AND  NUMBER 


1987 

SUB-SECTORS* 

NUMBER 

PERCENT 

Commercial  Galleries 

682 

27.7% 

Commercial  Theaters 

149 

6.1% 

Motion  Picture,  Video,  TV 

230 

9.4% 

Literary  Arts 
Recording  Industry 

345 

14.1% 

139 

5.7% 

Commercial  Artists 

910 

37.0% 

TOTAL 

2,455 

100.0% 

For  greater  sub-sector  detail  refer  to  Appendix  A 


FIGURE  1 

FPAO  BUSINESS  SECTOR  COMPOSITION 


SAN  FRANCISCO 
1987 
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A  PROFILE  OF  THE  FFAO  SECTOR  BUSINESSES 


For-profit  arts  organizations  are  highly  diverse  with  respect  to  business  size, 
products  and  organizational  structures.  Despite  the  diversity  in  the  FPAO  sector  it  is 
nelpful  to  try  and  profile  an  average  business  operation. 

In  most  cases  these  businesses  employ  between  one  to  four  full-time  employees 
and  one  to  nine  part-time  workers.  The  workers  employed  by  FPAO  are  most 
commonly  administrative  or  combined  administrative  /artistic /technical  skilled 
personnel.  Nearly  one  out  of  every  four  full-time  employees  was  an  artist.*  Part-time 
employment  shifts  predominantly  to  technical  and  artistic  staff.  The  majority  of  the 
rjeorjle  employed  by  FPAO  are  San  Francisco  residents  (approximately  64 A  percent  in 

Commercial  galleries  and  the  recording  industry  on  average  had  the  fewest 
number  of  customers  on  an  annual  basis.  Motion  picture,  literary  arts  and  commercial 
artists  typically  had  the  largest  number  of  customers  in  a  year. 

The  recording  industry  drew  the  largest  percentage  of  customers  from  San 
Francisco,  while  trie  commercial  galleries  attracted  the  largest  percentage  of  their 
customers  from  outside  of  the  City.  The  motion  picture,  video  and  TV  sub-sector  was 
responsible  for  serving  in  the  largest  number  of  customers  from  the  greater  Bay  Area 
and  beyond. 

In  terms  of  business  expenditures,  commercial  theaters  purchase  on  average  the 
greatest  amount  on  goods  and  services  from  other  San  Francisco  businesses.  Due  to  the 
larger  number  of  literary  arts  businesses,  however,  this  sector  spends  the  greatest  total 
amount  for  San  Francisco  goods  and  services.  The  literary  arts  and  motion  picture 
sub-sectors  made  the  greatest  expenditures  for  goods  and  services  provided  by 
businesses  located  outside  of  San  Francisco. 

Most  FPAO  in  San  Francisco  have  been  in  business  for  at  least  ten  years.  The 
oldest  FPAO  to  respond  to  the  survey  was  established  in  1898  and  the  newest  was 
formed  in  1987.  Over  60  percent  of  the  FPAO  felt  that  their  business  activity  over  the 
past  three  years  has  been  either  good  or  excellent.  Approximately  80  percent  of  these 
responding  businesses  felt  that  their  business  prospects  for  the  next  three  years  will  be 
eitner  gooa  or  excellent. 

The  average  FPAO  used  nearly  5,000  square  feet  for  its  operations.  The  operation 
typically  took  place  in  either  offices  or  a  space  which  combines  office,  presentation  and 
production  features.  Approximately  40  percent  of  the  businesses  responded  that  their 
current  space  was  too  small.  Close  to  80  percent  of  these  businesses  did  not  have 
parking  available  for  their  patrons.  Nearly  the  same  percentage  of  businesses  claimed 
that  parking  or  lack  of  parking  was  a  problem  for  their  operations. 

Over  one  quarter  of  these  businesses  were  owned  at  least  in  part  by  women,  while 
only  one  out  of  every  ten  is  owned  by  people  of  color.  Similarly,  over  70  percent  of 
these  businesses  employed  fewer  than  25  percent  workers  of  color. 

*  ■ 

Artistic  employee  determinations,  which  include  artists,  ivere  made  by  the  FPAO  and  were  based 
on  internal  business  understandings  and  definitions. 
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When  asked  what  the  most  helpful  policy  consideration  of  the  City  of  San 
Francisco  should  be,  businesses  stated  the  greatest  concern  expressed  was  over  helpinj 
artists  stay  in  the  city.  Other  highly  rated  concerns  by  the  FPAO  were  restrictive 
zoning  regulations,  needs  for  greater  promotion  and  arts  education.  The  lowest 
priority  for  these  businesses  was  the  development  of  city-sponsored  art  festivals. 

ESTIMATED  FPAO  EXPENDITURES 


Expenditures  necessary  for  production  of  a  final  piece  of  art  or  performance  are 
primary  direct  impacts  on  the  local  economy.  Many  of  these  expenditures  were  for 
goods  and  services  purchased  from  other  local  businesses. 

A  second  source  of  direct  economic  impacts  is  the  production  of  goods  and 
services  which  can  be  directly  linked  to  the  presence  of  FPAO.  Non-arts  purchases  of 
these  "ancillary"  goods  and  services  along  with  the  value  of  expenditures  by  the  FPAO 
make  up  the  initial  economic  impacts  of  these  businesses  on  the  City's  economy. 

These  initial  economic  impacts  include  incomes  paid  to  owners  and  employees  of 
the  FPAO.  A  portion  of  these  mcome  streams  were  tnen  spent  in  San  Francisco.  The 
effects  of  these  income  expenditures  on  the  local  economy  are  referred  to  as  secondary 
(indirect)  economic  impacts.  Indirect  economic  impacts  are  analyzed  through  the  use 
of  economic  income  multipliers. 

The  "Art  and  Business  Survey"  question  number  nine  asked  the  businesses  for  the 
total  amount  of  their  1987  expenditures.  From  responses  to  this  question,  the  estimate 
expenditures  were  approximately  $593,000,000.  Of  this  total  expenditure  estimate 
approximately  47.6  percent  was  spent  on  salaries.  Detail  of  FPAO  expenditures  is 
presented  in  Table  b.  Approximately  70  percent  of  the  non-salary  expenditures  were 
spent  to  buy  goods  and  services  from  other  San  Francisco  businesses.  Table  C  presents 
a  percentage  breakdown  of  these  non-salary  San  Francisco  expenditures. 


TABLED 

ESTIMATED  TOTAL  AGGREGATE 
OPERATING  EXPENDITURES  FOR  FPAO 
1987 

(Millions  of  Dollars) 
CATEGORY  AMOUNT  PERCENT 


Salaries  $282.1  47.6% 

Non-Salary  $310.9  52.4% 

TOTAL  $593.0  100.0% 
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TABLE  C 


APPROXIMATE  PERCENTAGE  EXPENDITURES 
FOR  GOODS  AND  SERVICES 
PURCHASED  BY  FPAO  FROM 
OTHER  SAN  FRANCISCO  BUSINESSES 
1987 


CATEGORY  PERCENT 


Non-Salary  Expenditures 

Rent/Mortgage  28.7% 

Office  Supplies  13.9% 

Art  Supplies  15.8% 

Artwork  11.9% 

Professional  Services  12.9% 

Other  16.8% 

TOTAL  100.0% 


FIGURE  3 
FPAO  NON-SALARY  EXPENDITURES 


SAN  FRANCISCO 
1987 
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ANCILLARY  ACTIVITIES* 


Estimates  for  the  total  number  of  FPAO  customers  during  1987  were 
approximately  27,400,000.  Since  the  same  visitor  may  go  to  one  or  more  FPAO  in  a 
given  visit,  this  overall  number  represents  a  factor  of  double  counting.  The  problem 
double  counting  has  been  adjusted  in  the  ancillary  expenditures  estimates  reported 
below  in  Table  E.  The  proportions  of  place  of  origin  derived  from  this  total  number 
have  more  utility  than  the  total  itself. 

Some  of  the  non-resident  customers  came  to  San  Francisco  primarily  for  the 
purpose  of  attending  an  event  or  doing  business  with  a  FPAO.  Expenditures  that 
would  not  have  been  made  except  for  the  business  conducted  with  FPAO  by  these 
customers  were  considered  to  be  an  initial  economic  impact.  The  following  Table  D 
presents  the  breakdown  of  FPAO  customers  by  place  or  origin.  Figure  4  present  the 
numbers  in  Table  D  in  a  graphic  format. 


TABLED 


ORIGIN 


ESTIMATED  NUMBER  AND  DISTRIBUTION  OF 
FPAO  CUSTOMERS  BY  PLACE  OF  ORIGIN 

1987 


NUMBER 
(Millions) 


PERCENT 


San  Francisco 
(RESIDENTS) 

Bay  Area 
(VISITORS) 

Outside  Bay  Area 
(TOURISTS) 

TOTAL 


13.7 
6.4 
7.3 
27.4 


50.0% 
23.4% 
26.6% 
100.0% 


Assumptions  used  in  the  NPAO  report  are  also  made  here  for  the  purposes  of  estimating  ancilk 
spending  by  tourists,  visitors  and  residents  who  attended  FPAO  events  during  1987.  For 
example,  the  same  multiplier  analysis  used  in  the  NPAO  study  is  used  in  this  report.  See 
Appendix  B. 
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FIGURE  4 


FPAO  CUSTOMERS  BY  ORGEN 


SAN  FRANCISCO 
1987 


Once  place  of  origin  had  been  determined,  ancillary  expenditure  estimates  can  be 
approximated  (Table  E).  Adding  the  upper  and  lower  ranges  of  the  estimated  ancillary 
expenditures  on  the  bottom  line  of  Table  E  provides  an  approximate  1987  total  value  of 
between  $120  and  $196.6  million.  The  spending  assumptions  for  food,  drink,  lodging 
and  transportation  are  identical  to  those  made  m  the  NPAO  study  (see  Appendix  B). 
Ancillary  expenditures  when  added  to  artistic  output  expenditures  (Table  F) 
approximated  the  initial  FPAO  sector  economic  impact  to  be  between  $713  and  $787 
million  for  the  1987  San  Francisco  economy. 
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TABLE  E 


ESTIMATED 

ANCILLARY  EXPENDITURES  BY  FPAO  CUSTOMERS 

1987 


ITEM 

TOURIST 

VISITORS 

RESIDENTS 

Food /Drink  &  Lodging 
Expenditures 
(per  person) 

$85 

$17.25-$32.00 

$17.25-$32.00 

Number  of  People 
(millions) 

0.6 

3.8 

1.4 

Total  Amount  Spent  on 
Food  /  Drink  /  Lodging 
($  million) 

$5.1 

$65.6-$121.6 

$24.2-$44.8 

Transportation 
Expenditures 
(per  person) 

included 
above 

$5.50 

$3.00 

Total  Amount  Spent 
on  Transportation 
($  million) 

$20.9 

$4.2 

TOTAL  AMOUNT  OF 
ANCILLARY  EXPENDITURES 
($  million) 

$5.1 

$86.5-$142.5 

$28.4-$49.0 

See  Appendix  B  for  derivation  of  the  numbers  in  this  row. 
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TABLE  F 


INITIAL  FPAO  ECONOMIC  IMPACT  ESTIMATES 

1987 

AMOUNT 
($  million) 


Direct  Expenditures  $593.0 
Ancillary  Expenditures  $120.0-$196.6 

TOTAL  $713.0-$786.9 


Table  G  goes  one  step  further  and  calculates  the  approximate  aggregate  (total) 
economic  impact  of  the  FPAO  sector.  Calculation  of  aggregate  economic  impacts 
includes  those  initial  impact  expenditures  which  get  re-spent  in  the  local  economy.  For 
example,  some  of  the  salaries  paid  by  FPAO  are  spent  by  the  employees  for  their 
personal  consumption  of  San  Francisco  goods  ana  services.  These  secondary 
expenditures  are  calculated  using  an  income  multiplier  of  1.36.*  This  multiplier  figure 
means  that  for  every  dollar  spent  by  the  FPAO,  the  net  income  added  to  the  local 
economy  is  $1 .36. 

Table  G  presents  the  final  step  in  estimating  FPAO  economic  impacts.  This  table 
adds  the  initial  impacts  in  Table  F  to  the  secondary  impacts  approximated  by  using  the 
1.36  income  multiplier.  Table  G  shows  estimates  that  during  1987  the  aggregate  total 
impacts  of  the  FPAO  economic  activities  were  in  the  range  of  $970  to  $1,070  million. 


Same  income  multiplier  as  that  uses  in  the  1985  NPAO  study.  See  Appendix  B. 
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TABLE  G 


TOTAL  ESTIMATED 
AGGREGATE  ECONOMIC  IMPACT  OF 
SAN  FRANCISCO  FPAO 
1987 

AMOUNT 


($  million) 

Initial  Impact 
Secondary  Impact 

$  713.0-$  786.9 
$  256.7-$  283.3 

AGGREGATE  ECONOMIC  IMPACT 
(Multiplier  of  1.36  X  Initial  Impact) 

$  969.7-$l,070.2 

THE  EFFECT  OF  FPAO  ON  EMPLOYMENT  IN  SAN  FRANCISCO 

For-profit  arts  organizations  were  asked  how  many  full  and  part-time  employees 
worked  for  them  during  1987.  The  employment  estimates  by  these  organizations 
indicate  that  the  motion  picture,  video  and  TV  sector  typically  has  the  largest  number 
of  full-time  employees.  A  typical  firm  in  this  sector  had  four  full  time  employees  in 
1987.  Commercial  galleries,  on  the  other  hand,  had  the  smallest  number  of  full-time 
employees  per  business  with  the  most  common  businesses  employing  only  one 
full-time  worker  during  1987.  Overall  it  is  estimated  that  within  the  six  FPAO  sectors 
considered  there  were  approximately  9,400  full-time  employees  working  in  San 
Francisco  during  1987.  In  Table  H  the  breakdown  of  the  reported  number  of  full-time 
employees  in  each  sub-sector  is  provided. 


TABLE  H 


FOR-PROFIT  ARTS  ORGANIZATIONS 
REPORTED  FULL-TIME  EMPLOYMENT 
1987 


SUB-SECTORS 

NUMBER 

PERCENT 

Commercial  Galleries 

1,364 

14.5% 

Commercial  Theaters 

1,097 

11.7% 

Motion  Picture,  Video,  TV 

1,840 

19.6% 

Literary  Arts 

1,725 

18.4% 

Recording  Industry 

695 

7.4% 

Commercial  Artists 

2,675 

28.5% 

TOTAL 

9,396 

100.0% 
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These  same  FPAO  also  employed  a  large  number  of  part-time  employees.  The 
typical  commercial  artist  business  employed  only  one  part-time  employee  in  1987. 
Commercial  theaters  typically  provided  part-time  employment  for  as  many  as  nine 
people.  Overall,  the  number  of  part-time  employee  working  for  FPAO  during  1987  was 
estimated  to  be  13,300  workers  (Table  I). 


TABLE  I 


FOR-PROFIT  ARTS  ORGANIZATIONS 
REPORTED  PART-TIME  EMPLOYMENT 
1987 


SUB-SECTORS 

NUMBER 

PERCENT 

Commercial  Galleries 

1,739 

13.1% 

Commercial  Theaters 

2,384 

17.9% 

Motion  Picture,  Video,  TV 

5,911 

44.4% 

Literary  Arts 
Recording  Industry 

1,035 

7.8% 

438 

3.3% 

Commercial  Artists 

1.793 

13.5% 

TOTAL 

13,300 

100.0% 

The  combination  of  full  and  part-time  employee  estimates  working  for  FPAO  in 
San  Francisco  during  1987  was  approximately  22,700  people  (Table  J).  Survey 
information  also  indicates  that  over  64%  of  these  employees  were  San  Francisco 
residents. 


TABLE  J 

ESTIMATE  OF  ACTUAL  FPAO 
EMPLOYMENT  IMPACT 
1987 

ACTUAL  EMPLOYMENT 


Full-time  9,396 
Part-time  13.300 

ESTIMATED  TOTAL  22,696 
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In  the  1987  NPAO  study,  total  full-time  arts  related  employment  was  calculated  in 
two  ways.  The  first  method  for  estimating  full-time  employment  considers 
employment  in  the  base  sector  and  an  employment  multiplier.  This  method  of 
estimating  full-time  employment  tends  to  over-estimate  total  arts  related  employment 
as  discussed  in  the  NPAO  study  and  therefore  this  method  is  not  used  in  this  report. 
The  second  more  conservative  method  of  estimating  full-time  employment  impact  was 
based  on  the  value  of  the  output  in  the  arts  sector.  It  was  assumed  here,  as  was  done  in 
the  NPAO  study,  that  the  employment  factor  for  output  is  3.69  employees  per  $100,000 
of  output.  The  total  amount  of  output  in  the  FPAO  and  ancillary  sectors  was  between 
$969.7  million  and  $1,070  million  (Table  F).  Applying  the  employment  factor  to  the 
total  dollar  output  yields  an  estimate  of  between  35,000  and  39,000  full-time  arts  related 
jobs  in  the  San  Francisco  economy.  The  total  employment  figures  presented  in  Table  K 
include  the  employment  figures  presented  in  Table  J.  From  the  two  employment 
estimates  in  Tables  J  and  K,  it  can  be  assumed  that  every  five  jobs  (full  and  part-time)  in 
the  FPAO  sector  supports  three  full-time  other  San  Francisco  jobs  in  the  other  sectors 
supporting  or  serving  the  FPAO  sector. 


TABLE  K 

ESTIMATE  OF  EMPLOYMENT  RESULTING 
FROM  FPAO  ECONOMIC  OUTPUT 
1987 

OUTPUT 
($million) 

EMPLOYMENT  FACTOR 
(per  $100,000  output) 

FULLTIME 
JOBS 

$969.7-$l,070.2 

3.69 

35,780-39,490 

FPAO  CONTRIBUTIONS  TO  THE  SAN  FRANCISCO  TAX  BASE 


There  was  an  unusually  low  response  rate  to  survey  questions  related  to  taxes.  A 
low  response  rate  provides  results  with  a  possible  wide  range  of  estimates.  Again  only 
the  most  conservative  estimates  have  been  presented. 

It  is  estimated  that  San  Francisco  FPAO  paid  $42,612,000  in  taxes  during  1987. 
These  taxes  were  paid  on  sales  of  art,  secured  and  unsecured  property  and  gross 
receipts  or  payroll.  Sales  taxes  amounted  to  approximately  $21,792,400  of  which 
$3,352,670  was  returned  to  the  City  from  the  State  of  California.  All  of  the  sales  tax 
returned  to  San  Francisco  goes  directly  into  the  City  general  fund. 

Property  taxes,  both  secured  (e.g.  real  estate)  and  unsecured  (e.g.  furniture,  office 
equipment,  etc.)  are  allocated  to  the  general  fund,  schools  and  bond  interest  payments. 
Nearly  82  percent  of  the  1987  property  taxes  went  to  the  general  fund  while  13  percent 
went  to  the  schools  and  the  remaining 
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5  percent  went  to  the  maintenance  of  bond  indebtedness  by  the  City.  FPAO  property 
tax  payments  amounted  to  approximately  $4,283,000  in  1987  of  which  it  is  estimated' 
$3,505,000  went  directly  into  trie  general  fund.  It  was  also  estimated  that  $545,200  went 
to  the  school  district  and  $233,600  to  bond  programs. 

Business  taxes  on  payroll  or  gross  receipts  for  FPAO  during  1987  amounted  to 
approximately  $16,535,000.  These  taxes  go  directly  to  the  general  funds.  In  total  the 
FPAO  paid  approximately  $23,390,000  into  the  San  Francisco  general  fund  during  1987. 


TABLE  L 

ESTIMATE  OF  FPAO  TAXES 
PAID  IN  1987 


TYPE  OF  TAX  FPAO  CITY  FPAO 

TOTALS  TOTALS  PERCENT 

Sales  Tax*  $  3,352,670  $  77,044,046  4.3% 

Secured  Property  $  2,801,760  $341,505,250  0.8% 

Unsecured  Property  $  1,482,160  $  41,832,909  3.5% 

Gross  Receipts/Payroll  $16,535,700  $139,173,270  11.9% 

TOTALS  $34,172,290  $699,555,475  4.9% 


Figures  reflect  15.4%  of  the  6.5%  California  Sales  Tax  returned  to  the  City  and  County  of  San 
Francisco. 

Fiscal  Year  1988/89. 
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TOTAL  1987  ECONOMIC  IMPACTS  OF  THE  ARTS 


METHODOLOGY  FOR  ADJUSTING  1985  NPAO  ESTIMATES  TO  1987  VALUES 


The  1987  report  on  the  non-profit  arts  organization  (NPAO)  used  1985  as  a  base 
year  for  analysis.  In  order  to  combine  the  NPAO  and  FPAO  economic  estimates  in  an 
aggregate  analysis  of  the  total  arts  economy  in  San  Francisco,  the  NPAO  figures  must 
be  updated  to  the  1987  FPAO  survey  base  year  values. 

Updating  the  1985  economic  assessment  to  the  1987  NPAO  impacts  involves 
adjusting  the  estimated  number  of  visitors,  tourists  and  residents  attending  NPAO 
events  and  the  dollar  value  of  the  economic  impact  estimates  first  calculated  in  the  1987 
report.  Based  on  information  provided  by  the  San  Francisco  Convention  and  Visitors 
Bureau,  the  percentage  of  1985  visitors  and  tourists  increased  4%  during  1986  and 
another  3%  m  1987.  These  same  percentage  increases  have  been  used  to  estimate  the 
increased  numbers  of  residents  attending  NPAO  events.  The  dollar  value  of  artistic 
output  adjustments  have  been  increased  by  the  local  Bay  Area  Consumer  Price  Index 
provided  oy  the  U.S  Department  of  Labor,  Bureau  of  Labor  Statistics. 


ESTIMATED  SAN  FRANCISCO  ARTS  SECTOR  EXPENDITURES 


The  total  1987  arts  related  expenditures  for  San  Francisco  estimates  the  combined 
value  of  goods  and  services  produced  by  NPAO  and  FPAO.  U.S.  Bureau  of  Labor 
Statistics  estimated  that  the  Consumer  Price  Index  (a  measure  of  overall  economic 
inflation)  for  the  San  Francisco  Bay  Area  to  be  2.1%  during  1986  and  5%  in  1987.  Using 
this  index  to  adjust  the  1985  NPAO  artistic  output  figures  results  in  a  salary  and 
non-salary  NPAO  operating  expenditure  figure  of  $94.6  million  (Table  M). 

TABLE  M 

ESTIMATED  TOTAL  NPAO  &  FPAO 
OPERATING  EXPENDITURES 
(Millions  of  Dollars) 
1987 

CATEGORY  (NPAO)  NPAO  FPAO 

(1985)  1987*  1987 


Salaries  ($44.2)  $47.4  $282.1 

Non-Salary  ($  44.1)  $47.2  $310.9 

TOTAL  ($88.3)  $94.6  $593.0 


Consumer  Price  Index  adjustments  to  1985  values  reported  in  the  1987  NPAO  report. 
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With  the  adjusted  1987  NPAO  operating  expenditures  added  to  the  similar  FPAO 
figures  presented  in  Table  M,  it  has  been  estimated  that  the  total  value  of  the  1987  arts 
sector  output  was  $687.6  million.  Assuming  a  similar  breakdown  of  salary  and 
non-salary  expenditures  to  those  in  the  previous  FPAO  section  of  this  report  yield  the 
estimates  in  Table  N. 


TABLE  N 

ESTIMATED  TOTAL  VALUE  OF 
ARTS  SECTOR  EXPENDITURES 
(Millions  of  Dollars) 
1987 

CATEGORY  AMOUNT  PERCENT 


Salaries  $329.5  47.9% 

Non-Salary  $358.1  52.1% 

TOTAL  $687.6  100.0% 


ANCILLARY  ACTIVITIES 


For  the  purposes  of  calculating  ancillary  spending  of  patrons  of  FPAO  and  NPAO, 
it  has  been  assumed  that  the  place  of  origin  figures  for  these  organization's  customers 
are  the  same  as  originally  estimated  in  the  1987  report  and  the  1989  survey.  The 
aggregate  ancillary  spending  figures  for  arts  sector  customers  are  presented  in  Table  O. 
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TABLE  O 


ESTIMATED 

ANCILLARY  EXPENDITURES  BY  ARTS  SECTOR  CUSTOMERS 

1987 


ITEM 

TOURIST 

VISITORS 

RESIDENTS 

Food /Drink  &  Lodging 
Expenditures 
(per  person) 

$85 

$17.25-$32.00 

$17.25-$32.00 

Number  of  People 

FPAO„. 
NPAO 

600,000 
214,200 

3,800,000 
1,446,100 

1,400,000 
236,600 

TOTAL 

814,000 

5,246,100 

1,635,600 

Total  Amount  Spent  on 
Food/Drink/.Lodging 
($  million) 

$69.2 

$90.5-$167.9 

$28.2-$52.3 

Transportation 
Expenditures 
(per  person) 

included 
above 

$5.50 

$3.00 

Total  Amount  Spent 
on  Transportation 
($  million) 

$28.8 

$4.9 

TOTAL  AMOUNT  OF 
ANCILLARY  EXPENDITURES 
($  million) 

$69.2 

$119.3-$196.7 

$33.1-$57.2 

1985  NPAO  figures  adjusted  using  Convention  and  Visitors  Bureau  figures  for  1986  and  1987 
increases  in  numbers  of  visitors  and  tourist. 
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AGGREGATE  ARTS  SECTOR  IMPORTANCE  IN  THE  SAN  FRANCISCO  ECONOMY 


From  Table  N  and  Table  O  the  initial  aggregate  economic  impacts  of  the  arts  sector 
can  be  estimated.  The  total  initial  arts  sector  impacts  for  1987  have  been  estimated  to 
be  between  $909.2  million  and  $1.01  billion.  The  tabulation  of  these  figures  follows  in 
Table  P. 


TABLE  P 

ESTIMATED 
INITIAL  ARTS  SECTOR  ECONOMIC  IMPACT 

1987 

AMOUNT 
($  million) 


Direct  Expenditures  $  687.6 

Ancillary  Expenditures  $  221.6-$  323.1 

TOTAL  $  909.2-$l,010.7 


Table  Q  goes  one  step  further  and  calculates  the  approximate  aggregate  (total) 
economic  impact  of  the  arts  sector.  Calculation  of  aggregate  economic  impacts  includes 
those  initial  impact  expenditures  which  get  re-spent  in  the  local  economy.  These 
secondary  expenditures  are  calculated  using  an  economic  multiplier  of  1.36.  Table  Q 
presents  the  approximation  of  aggregate  impacts  of  the  arts  sector  activities  were  in  the 
range  of  $1.23  billion  to  $1.37  billion  during  1987. 


TABLE  Q 

ESTIMATED  TOTAL 
AGGREGATE  ECONOMIC  IMPACT  OF 
THE  SAN  FRANCISCO  ARTS  SECTOR 
1987 

AMOUNT 
($  million) 


Initial  Impact 
Secondary  Impact 

$  909.2-$l,010.7 
$  327.3-$  363.8 

AGGREGATE  ECONOMIC  IMPACT 
(Multiplier  of  1.36  X  Initial  Impact) 

$1,236.5-$!, 374.5 
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TABLE  R 


RELATIVE  IMPORTANCE  OF 
THE  ARTS  SECTOR 
IN  THE  SAN  FRANCISCO  ECONOMY 
(Billions  of  Dollars) 
1987 


SF  ECONOMY  TOTAL  ARTS  SECTOR  ARTS  AS 

PERCENT 
OF  TOTAL 


$19.9  $1.23-$l-37  6.2%-6.9% 


San  Francisco  Total  Provided  by  the  Mayor's  Office,  1990. 


FIGURE  5 


ARTS  IN  THE  SAN  FRANCISCO  ECONOMY 


1987 
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AGGREGATE  ARTS  EMPLOYMENT 


Using  the  same  employment  factor  contained  in  the  previous  FPAO  job  section  of 
this  report,  the  combined  NPAO  and  FPAO  estimated  1987  San  Francisco  arts 
dependent  employment  was  between  45,600  and  50,700  jobs.  Arts  dependent 
employment  includes  jobs  resulting  from  ancillary  spending  for  services  (e.g. 
restaurants,  transportation,  etc.)  as  well  as  jobs  in  the  arts  sector  directly. 


TABLES 

ESTIMATE  OF  EMPLOYMENT  RESULTING 
FROM  ARTS  SECTOR  OUTPUT 
1987 

OUTPUT 
($million) 

EMPLOYMENT  FACTOR 
(per  $100,000  output) 

FULLTIME 
JOBS 

$1,236.5-$1,374.5 

3.69 

45,627-50,719 

As  a  percentage  of  the  total  1987  San  Francisco  employment,  the  arts  sector 
contains  or  supports  approximately  one  out  of  every  eleven  jobs  in  the  city. 


TABLET 

ESTIMATED 
ARTS  DEPENDENT  EMPLOYMENT 
IN  THE  SAN  FRANCISCO  ECONOMY 
1987 

SAN  FRANCISCO  EMPLOYMENT  DEPENDENT  PERCENT 

TOTAL  JOBS*  ON  ARTS  SECTOR  OF  SF  JOBS 


560,900  45,627-50,719  8.1%-9.0% 


California  State  Employment  Development  Department. 
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APPENDIX  A 


Detail  of  the  Six  FPAO  Sub-sectors 

Below  each  main  sub-sector  category  are  a  listing  of  the  ESTIMATED  TOTAL 
number  of  FPAO  identified  through  the  directory  searches,  the  number  that  were 
sent  surveys  to  be  TOTAL  SURVEYED.  As  mentioned  earlier  Sub-setors  I  and  VI 
were  sample  surveyed.  All  other  sub-sectors  were  surveyed  in  their  entirety. 


BUSINESSES 
STANDARD  INDUSTRIAL  [#  of  FPAO 

CODE  CLASSIFICATION*  in  survey  1 

I.        Art  &  Craft 
Galleries, 
Auction  Houses, 
Street  Artists 

ESTIMATED  TOTAL  682 
TOTAL  SURVEYED  437 


5931.1  Used  Merchandise;  objects 

of  art,  antique,  retail.  [n=14] 

7999.1  Amusement  &  Recreation 

Services;  art  galleries, 
commercial,  [n  =  158] 

7999.2  Amusement  &  Recreation 

Services;  exhibition 
operation/museums, 
commercial,  [n  =  6] 

8249.1  Vocational  Schools;  arts 

schools,  commercial, 
[n  =  14] 

8999.1  Services;  artists,  excluding 

commercial  &  medical 
(street  artists),  [n  =  490, 
50%  sampled] 

Standard  Industrial  Classifications  (SIC)  include  the  numbers  up  to  the  decimal  point. 
Numbers  after  decimal  point  were  developed  for  organization  of  the  businesses  surveyed  and  do 
not  reflect  SIC  codes. 
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APPENDIX  A  (continued) 


Dotail  of  the  Six  FPAO  Sub-sectors 


BUSINESSES 
STANDARD  INDUSTRIAL  [#  of  FPAO 

CODE  CLASSIFICATION*  in  surveyl 

II.  Commercial 
Theaters 


ESTIMATED  TOTAL  149 
TOTAL  SURVEYED  149 


5813.1  Drinking  Places;  cabaret, 

nightclubs,  [n  =  43] 

7911.1-6  Dance  Halls,  studios  & 

schools,  [n  =  77] 


7922.1 


7922.2 


Theatrical  Producers 
(except  motion  picture); 
legitimate  theater 
producers,  [n  =  13] 

Theatrical  Producers; 
theatrical  production 
(operation  of  theater), 
[n  =  14] 


7922.3 


Theatrical  Producers; 
concert  management 
services,  [n  =  2] 


HI.      Motion  Picture, 
Video  and 
Television 


ESTIMATED  TOTAL  230 
TOTAL  SURVEYED  230 


4833.1-2  Television  Broadcasting; 

subscription,  closed  circuit, 
or  broadcast,  [n  =  17] 

Standard  Industrial  Classifications  (SIC)  include  the  numbers  up  to  the  decimal  point. 
Numbers  after  decimal  point  were  developed  for  organization  of  the  businesses  surveyed  and  do 
not  reflect  SIC  codes. 
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APPENDIX  A  (continued) 


Qptail  of  the  Six  FPAO  Sub-sectors 


STANDARD  INDUSTRIAL 
CODE  CLASSIFICATION* 

7813.1-7 


BUSINESSES 
[#  of  FPAO 
in  surveyl 

Motion  Picture  Production 
(except  TV,  including 
companies  engaged  in  both 
production  and 
distribution),  [n  =  136] 


7814.1-7  Motion  Picture  and  Tape 

Production  for  Television 
(includes  companies 
engaged  in  both  production 
and  distribution),  [n  =  25] 

7823.1-3  Motion  Picture  Film 

Exchanges  (includes 
companies  engaged  in 
distribution  only),  [n  =  13] 

7824  Film  or  Tape  Distribution 

for  Television,  [n  =  4] 

7832.1  Motion  Picture  Theater 

(except  drive-ins),  [n  =  35] 


Literary  Arts 


ESTIMATED  TOTAL  345 
TOTAL  SURVEYED  345 


2721.1-3  Periodicals,  Publishing  & 

Printing  for  Publishing, 
[n  =  126] 

2731 .1  Book  Publishing,  Publishing 

&  Printing,  [n  =  82] 

5199.1-2  Non-durable  Goods;  books 

and  magazines,  wholesale. 
[n  =  3] 


Standard  Industrial  Classifications  (SIC)  include  the  numbers  up  to  the  decimal  point. 
Numbers  after  decimal  point  were  developed  for  organization  of  the  businesses  surveyed  and  do 
not  reflect  SIC  codes. 
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APPENDIX  A  (continued) 


DBfefl  of  Hie  Six  FPAO  Sub-sectors 


STANDARD  INDUSTRIAL 
CODE  CLASSIFICATION* 

5942.1 


BUSINESSES 
[#  of  FPAO 
in  survey! 

Book  Stores;  new  books  and 
magazines,  retail,  [n  =  134] 


Recording 
Industry 


ESTIMATED  TOTAL  139 
TOTAL  SURVEYED  139 


3652.1-9 

4832.1 

5733.1 
5733.2 
7922.1 


Phonograph  Record  & 
Pre-recorded  Magnetic 
Tape.  [n  =  29] 

Radio  and  Television 
Broadcast  Stations;  radio. 
[n  =  37] 

Music  Stores;  record  stores, 
retail,  [n  =  60] 

Music  Stores;  sheet  music 
stores,  retail,  [n  =  9] 

Theatrical  Producers;  radio 
producers,  [n  =  4] 


Standard  Industrial  Classifications  (SIC)  include  the  numbers  up  to  the  decimal  point. 
Numbers  after  decimal  point  were  developed  for  organization  of  the  businesses  surveyed  and  do 
not  reflect  SIC  codes. 
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APPENDIX  A  (continued) 


Detail  of  the  Six  FPAO  Sub-sectors 


BUSINESSES 
STANDARD  INDUSTRIAL  [#  of  FPAO 

CODE  CLASSIFICATION*  in  survey  1 


Commercial 
Arts 


ESTIMATED  TOTAL  910 
TOTAL  SURVEYED  188 


7333.1  Commercial  Photography, 

Art  &  Graphics;  commercial 
art  and  illustration. 

[n  =  160,  20%  sampled] 

7333.2  Commercial  Photography, 

Art  &  Graphics;  commercial 
photography,  [n  =  285,  20% 
sampled] 


7333.3        ,  Commercial  Photography, 

Art  &  Graphics;  graphic  arts 
and  related  design,  [n  = 
465,  20%  sampled] 


Standard  Industrial  Classifications  (SIC)  include  the  numbers  up  to  the  decimal  point. 
Numbers  after  decimal  point  were  developed  for  organization  of  the  businesses  surveyed  and  do 
not  reflect  SIC  codes. 
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APPENDIX  B 


Spending  Assumptions 


Tourists.  Included  in  the  tourist  category  are  over-night  visitors  to  San  Francisco.  Only 
those  tourists  who  actually  came  to  San  Francisco  for  the  reasons  of  attending  an  arts 
event  or  conducting  business  with  an  arts  organization  were  included  in  this 
definition.  From  audience  survey  information  the  reported  numbers  of  7.3  million 
tourists  (Table  D)  has  been  reduced  by  50  percent  to  3.7  million  in  this  category.  It  is 
assumed  in  an  effort  to  be  consistent  with  the  1985  NPAO  study  that  tourists,  on 
average,  spent  $85  per  day  on  food,  drink,  lodging  and  transportation. 


Visitors.  The  visitors  group  consists  of  those  people  who  lived  outside  San  Francisco, 
but  within  the  Bay  Area  and  who  came  to  San  Francisco  for  the  day/evening  to  attend 
activities  or  do  business  with  the  local  arts  sector.  It  is  assumed  that  60  percent  of 
visitors  purchased  food  and/ or  drink  when  in  the  City.  Since  the  actual  number  of 
people  visiting  in  this  group  in  1987  was  6.4  million,  it  is  estimated  that  3.8  million 
visitors  made  ancillary  expenditures. 


Residents.  Survey  results  indicate  that  13.7  million  residents  attended  or  did  business 
with  FPAO  during  1987.  These  numbers  may  seem  high  for  a  city  with  a  resident 
population  of  less  than  one  million  people.  One  way  to  account  for  the  numbers  of 
residents  involves  residents  who  go  to  many  FPAO  and  return  more  than  once  to 
events  or  activities  in  a  given  year.  For  example,  a  resident  may  go  to  a  jazz  club  on 
Friday,  a  movie  on  Saturday  and  a  bookstore  on  Sunday.  The  following  weekend  the 
same  resident  may  repeat  some  of  these  activities  or  choose  other  arts  and  cultural 
activities.  This  assumption  is  consistent  with  numerous  audience  surveys  which 
consistently  demonstrate  that  San  Francisco  residents  patronize  the  arts  in  far  greater 
proportions  than  residents  of  other  cities. 

It  is  reasonable  to  expect  that  San  Francisco  residents  would  be  more  likely  than 
visitors  to  attend  some  other  activity  in  San  Francisco  (or  the  Bay  Area)  in  the  event 
that  the  FPAO  were  not  present.  Thus  the  percentage  of  residents  making  ancillary 
expenditures  is  quite  likely  to  be  less  than  the  60  percent  assumed  for  visitors.  In  order 
to  make  an  estimate  of  magnitude  of  these  ancillary  expenditures,  estimates  have  been 
based  on  the  assumption  that  only  10  percent  of  the  total  residents  make  ancillary 
expenditures.  For  these  reasons  the  13.7  million  residents  figure  has  been  reduced  to 
1.4  million  when  considering  ancillary  expenditures. 


Multiplier 

For  a  detailed  explanation  for  the  derivation  of  the  income  multiplier  of  1.36 
please  refer  to  the  1985  NPAO  study  Appendix  B.  The  value  of  this  multiplier  has  been 
discussed  and  confirmed  by  the  Mayor  s  Office  which  currently  uses  a  1.33  multiplier 
for  the  local  service  sector. 
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